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Business reorganization for a stronger
Yonghui; Buy

Restructuring-led slowdown in TH15 does not change long-term positives
Yonghui Superstores (YH) started restructuring its fresh food business in
Chongging & Fujian, which impacted its top-line growth as well as operating
leverage in 1H15. The reorganization likely aims to change the geographic
management scheme to establish a more centralized platform, in order to
generate additional synergy. Limited promotion activities and macro slowdown
also capped its SSSg. Nevertheless, we see YH on track to accomplish its 3-
year target with accelerating store openings, SSSg and profitability momentum
in 2H15. We cut 2015 earnings by 4.6% while maintaining target price; Buy.

Business restructuring muted 1H15 top-line momentum

YH reported NP growth of 16% to RMB527m on an 18% rise in sales to
RMB20.7bn for TH15. 2Q15 NP/Sales were up by 11%/15%. Growth in core
EBIT (excluding investment gain and revaluation) declined by 14% YoY in 2Q
while grew 9% YoY in 1TH15. The decline in 2Q was mainly due to a shortfall in
sales, pushing the opex ratio higher. The 4-5ppt shortfall in sales growth in 2Q
vs. 1Q and full-year target was due to: 1) internal restructuring; 2) less
promotion; and 3) a weak market environment. YH's operations are based in
seven regions and in the future it will be based in two key business divisions. It
will reveal more details regarding the restructuring in August.

Full-year target and three-year plan remains intact

YH maintains its full-year store opening plan of 60-80 stores and 3-4% SSSg
target but will strike a balance between sales and GPM. We expect the
company’s core business growth momentum to assume in 2H15.
Nevertheless, based on the trend in 1H15, there will be less non-recurring
contribution in 2015. On store operation, we expect YH to continue to expand
its Bravo brand with the help of Dairy Farm to further differentiate itself. Also,
YH plans to expand its 020 presence to Beijing and Chongqing in September.

Maintaining target price at RMB12.9; risks

Our primary valuation methodology is DCF, employing COE of 9.5%, a beta of
1.0 and a TGR of 2.5%. This produces a fair value of RMB12.9/share, implying
2016E PE of 41x. Industry risks: competition and low CPI affecting SSSg.
Company risks: challenge in nationwide expansion and failure to implement
management’s three-year plan.
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|Key changes

|Forecasts And Ratios

Year End Dec 31 2013A 2014A 2015E 2016E 2017E
DB EPS FD(CNY) 0.23 0.26 0.24 0.32 0.40
% Change 0.0% 0.0% -4.6% -0.1% -0.1%
DB EPS growth (%) - 13.7 6.6 29.0 25.5
PER (x) 27.9 27.3 41.5 32.2 25.7
Yield (net) (%) 1.6 2.1 1.0 1.4 1.8

Source: Deutsche Bank estimates, company data

"DBEPS is fully diluted and excludes non-recurring items
2 Multiples and yields calculations use average historical prices for past years and spot prices for current and future years, except P/B which uses
the year end close

Sales (FYE) 45,200 to 45,188 | -0.0%
Op prof 29t028 | -4.3%
margin (FYE)
Net profit 989.3t0943.9 | -4.6%
(FYE)
Source: Deutsche Bank
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Performance (%) Tm 3m 12m
Absolute -12.4 95 416
Shanghai Composite -13.4 -16.6 69.9

Source: Deutsche Bank
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Model updated:31 July 2015 Fiscal year end 31-Dec 2013 2014 2015E 2016E 2017E
‘Running the numbers Financial Summary
Asia DB EPS (CNY) 0.23 0.26 0.24 0.32 0.40

. Reported EPS (CNY) 0.23 0.26 0.24 0.32 0.40

China DPS (CNY) 0.10 0.15 0.10 0.14 0.18

Retail / Wholesale Trade BVPS (CNY) 36 20 31 33 35

N Weighted average shares (m) 3,131 3,254 3,863 4,068 4,068

’YonghUI Superstores Average market cap (CNYm) 20,077 23,222 41,285 41,285 41,285

Reuters: 601933.SS Bloomberg: 601933 CG Enterprise value (CNYm) 18,834 22,514 35,173 35,299 35,274
|\/a|l|minn Metrics

’ Buy P/E (DB) (x) 27.9 27.3 415 32.2 25.7

P/E (Reported) (x) 27.9 27.3 415 32.2 25.7

Price (30 Jul 15) CNY 10.15 P/BV (x) 1.80 4.40 3.26 3.09 2.90
Target Price CNY 12.90 FCF Yield (%) 0.9 25 0.4 1.1 1.8

Dividend Yield (%) 1.6 2.1 1.0 1.4 1.8

52 Week range CNY7:31-1636 ¢ qates 0.6 0.6 08 0.6 05

Market Cap (m) CNYm 41,285 EV/EBITDA (x) 1.5 13.6 16.5 12.7 10.2
USDm 6,649 EV/EBIT (x) 18.3 23.1 27.7 20.8 16.6
- Income Statement (CNYm)

Company Profile Sales revenue 30,404 36551 45188 57,425 70,031
With the first store established in 1995, Yonghui Gross profit 5,722 7,044 8,866 11,333 13,932
Superstores (Yonghui) is principally engaged in the EBITDA 1,631 1,661 2,134 2,788 3,461
operation of regular chain supermarkets. The company Depreciation 604 687 866 1,091 1,331
primarily involves in the dealing of fresh meat products, Amortisation 0 0 0 0 0
agricyltural products, processed foods, daily necessities, EBIT 1,027 975 1,268 1,697 2,130
clothing and imported goods,among others. Net interest income(expense) -82 -104 -98 -108 -127

Associates/affiliates 0 -5 24 33 49
Exceptionals/extraordinaries 0 219 0 0 0
Other pre-tax income/(expense) 0 0 0 0 0
Profit before tax 945 1,084 1,194 1,622 2,051
Price Performance Income tax expense 224 232 249 338 441
Minorities 1 1 1 2 2
20 Other post-tax income/(expense) 0 0 0 0 0
16 Net profit 721 852 944 1,282 1,609
12 WM DB adjustments (including dilution) 0 0 0 0 0
M ‘qﬁ DB Net profit 721 852 944 1,282 1,609
8
. e [Cash Flow (CNYm)
Jul13 Octl 13Janl 14Aprl 14Ju|l14 Octl 14Jar; 15Ap; 15 ' Cash flow from operations 1,753 1,775 2,387 3,309 3,900
Net Capex -1,566 -1,198 -2,249 -2,858 -3,151
gggggg;fggg;g:: (Rebased) Free cash flow 187 577 138 451 749
- Equity raised/(bought back) 0 0 5,692 0 0
Margin Trends Dividends paid -335 -405 -426 577 724
Net inc/(dec) in borrowings -579 531 0 0 0
6.0 Other investing/financing cash flows 1,464 -708 0 0 0
5.0 Net cash flow 738 -4 5,404 -126 25
40 S Change in working capital 403 386 664 878 905
30 Balance Sheet (CNYm)
D Cash and other liquid assets 2,156 2,152 7,556 7,430 7,455
2.0 " Tangible fixed assets 5,423 5,926 7,309 9,076 10,896
13 14 15E 16E 17E Gooduwillintangible assets 0 0 0 0 0
et EBITDAMargin === EBIT Margin Associates/investments 23 1,237 1,262 1,295 1,343
Other assets 5,371 6,164 7.194 8,717 10,285
Growth & Profitability Total assets 12,973 15,480 23,321 26,517 29,980
Interest bearing debt 913 1,444 1,444 1,444 1,444
30 . 15 Other liabilities 6,145 7,672 9,201 11,690 14,266
25 - Total liabilities 7,058 9,015 10,645 13,134 15,710
20 10 Shareholders' equity 5,910 6,438 12,649 13,354 14,239
Wy Minorities 5 26 27 29 31
10 5 Total shareholders' equity 5,915 6,464 12,676 13,383 14,270
5 Net debt -1,243 -708 -6,112 -5,986 -6,011
0 0
13 14 15E 16E 17E Key Company Metrics
Sales growth (%) nm 20.2 23.6 271 22.0
= Sales growth (LHS) — ROE(RHS) DB EPS growth (%) na 137 6.6 29.0 25.5
Solvency EBITDA Margin (%) 5.4 4.5 4.7 4.9 4.9
EBIT Margin (%) 3.4 2.7 2.8 3.0 3.0
Payout ratio (%) 435 57.3 42.7 45.0 45.0
ROE (%) 12.2 13.8 9.9 9.9 1.7
Capex/sales (%) 5.1 3.3 5.0 5.0 45
Capex/depreciation (x) 2.6 1.7 2.6 2.6 2.4
Net debt/equity (%) -21.0 -11.0 -48.2 -44.7 -42.1
Net interest cover (x) 12.5 9.4 129 15.7 16.8

13 14 15E 16E 17E

s Net debt/equity (LHS) ====gm== Net interest cover (RHS)
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Company update

Business restructuring muted 1H15 top-line momentum

A 4ppt shortfall in sales growth in 2015

YH reported a 15% rise in sales in 2Q15 (a short fall of 4-5ppt vs. its full-year
sales target of 20% YoY growth and 1Q’s reported 20% growth). Management
attributed the shortfall to:

1. Internal restructuring of its operation with new reporting line
Management will disclose more information in August when the
restructuring is complete. This involves procurement, business reporting
lines, initiatives such as cross-border ecommerce, HR, etc.

®  Currently, based on our understanding, YH operates from seven
regions (overlooking 17 provinces); in the future, it will be based in
two key business divisions. Management is yet to give details.

®  Bravo (currently ~40 stores) is a segment that management would like
to expand and its business model is different.

® |t has started in mature areas such as Fujian and Chonggqing. As a
result, SSSg in 2Q15 was significantly affected in these areas while it
remains healthy in semi-mature areas. Markets such as Beijing
experienced better SSSg figures than the same time last year.

°* By segment, the fresh food segment is being restructured first. Thus,
sales growth slowed to 15% YoY in 1TH15 from 21% in 2014. YH might
decide to restructure the apparel segment in 2H.

2. Fewer promotions, as resources were focused on internal restructuring.
For reference, normally in 2Q (low season), the company launches several
promotional campaigns.

3. Market environment in 2Q has been difficult.

On track to meet three-year target

Accelerating store expansion into 2H15; full-year store opening target
unchanged

Yonghui net added 21 stores in TH15 (vs. 11 in 1TH14). Management sees its
store expansion target of 60-80 stores this year achievable (vs. our estimate of
73). Based on YH’s comments, store openings will be concentrated in 2H15
(20-30 stores per quarter in 3Q and 4Q).

SSSg target maintained

Management maintains its SSSg guidance of 3% for the full year, although it
admits that it needs to catch up in 2H15. It will also try to strike a balance
between GPM and SSSg. The benefit from the restructuring will reflect but
gradually. To recap, SSSg was 3-4% in 1Q and 0.4% for 1H15. Most of the
SSSg shortfall came from ASP rather than traffic (which is different from the
other food retailers under our coverage).

Deutsche Bank AG/Hong Kong
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Gross margin: fresh food gross margin to recover in 2H15

Management attributes the slight decline (6bp) in fresh food gross margin in
TH15 to volatility driven by the fresh food business restructuring. It expects
fresh food profitability to regain its pace in 2H15.

For the apparel business, management believes it will strike a balance between
GPM and sales growth. It reached 33% GPM in 1Q15 (and 31% in 1H15),
which management believes should normalize to about 29% with room for
double-digit increase in sales growth. As mentioned, it will commence its
business improvement program in 2H15.

Major JVs and investments

For its JV, Shangsu Yonghui losses are likely to continue (YH recorded an
RMB12m loss from the JV in 1H15, vs. an RMB1m loss a year ago). However,
management believes that it has found the right model (business model 1.0
achieved) for the store (for example, a store has reached sales level that is
equivalent to YH's hypermarket). Thus, it is the scale that it needs to ramp.

The Zhongbai investment contributed a profit of RMB4m in TH15 (we note that
the investment was re-categorized under equity investment in 2015, thus to
comparable income in 1H14). As YH does not interfere in Zhongbai's
operations, we do not expect significant improvements in Zhongbai's
profitability in the near future.

Effective tax rate reduced due to new operating area’s loss reduction

The effective tax rate fell from 22% in 1H14 to 19% in 1H15, mainly due to
increase in contribution in new areas where losses reduced and it enjoyed tax
benefits from these new areas. Currently, YH enjoys tax benefits only in
Chongging.

Online retail

YH will commence the second phase of its online business in September.
Currently, it is in testing stage. Apart from its 020 business in Fujian, it will
also commence such business in Beijing and Chongging by then.

Page 4
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Earnings revisions,
valuation and risks

Earnings revisions

We slightly reduce our 2015E EBIT by 4.4% to reflect the weaker-than-
expected operating leverage in 2Q15. This has led us to cut 2015 earnings by
4.6%. We largely maintain our forecasts for 2016 and 2017, as we expect the
restructuring to only impact 2015. Management will share with investors the
changes in August, and we will review this subsequently.

Our earnings forecasts are 8%/10% higher than Bloomberg Finance LP
consensus for 2016-17, thanks to our more positive views on YH's capability to
enhance sales and gross margin through its multiple initiatives.

Figure 1: Reducing 2015 earnings slightly on weaker 2Q15 EBIT

RMBm YE Dec New forecast Old forecast New vs. Old forecast Market forecast New vs. market forecast
2015E 2016E 2017E 2015E 2016E 2017E 2015E 2016E 2017E 2015E 2016E 2017E 2015E 2016E 2017E
Revenue 45,188 57,425 70,031 45,200 57,438 70,047 0.0% 0.0% 0.0% 43,972 53,378 65,027 2.8% 7.6% 7.7%
Gross profit 8,866 11,333 13,932 8,881 11,337 13,937 -0.2% 0.0% 0.0% 8,619 10,444 12,843 2.9% 8.5% 8.5%
EBIT 1,268 1,697 2,130 1,326 1,699 2,132 -4.4% -0.1% -0.1% 1,254 1,534 1,886 1.1% 10.6% 12.9%
Headline NP 944 1,282 1,609 989 1,284 1,610 -4.6% -0.1% -0.1% 941 1,184 1,462 0.3% 8.3% 10.0%
Profitability
Gross margin 19.6% 19.7% 19.9% 19.6% 19.7% 19.9% 0.0% 0.0% 0.0% 19.6% 19.6% 19.8% 0.0% 0.2% 0.1%
EBIT margin 2.8% 3.0% 3.0% 2.9% 3.0% 3.0% -0.1% 0.0% 0.0% 2.9% 2.9% 2.9% 0.0% 0.1% 0.1%
Net margin 2.1% 2.2% 2.3% 2.2% 2.2% 2.3% -0.1% 0.0% 0.0% 2.1% 2.2% 2.2% -0.1% 0.0% 0.0%

Source: Deutsche Bank estimates, Bloomberg Finance LP consensus

Valuation

We maintain our target price at RMB12.9 as there is no change to our
forecasts from 2016 onward. Our primary valuation methodology is DCF. As all
of YH's business comes from China, we use the China COE provided by
Deutsche Bank’'s Economics Team. We use a beta of 1.0x, which is in line with
the beta we use for Chinese food retailers listed in HK. The company COE is
thus 9.5%. We use a long-term growth rate of 2.5%. This is at the high end of
the 1-3% range we apply for the consumer sector (as China is one of the key
drivers in the food retail consolidation globally).

Figure 2: Sensitivity analysis

DCF Sensitivity Analysis on EV (RMB)

Long run growth

DCF Sensitivity Analysis on CY16F PE (x)

Long run growth

WACC 0.5% 1.5% 2.5% 3.5% 4.5% WACC 0.5% 1.5% 2.5% 3.5% 4.5%
7.5% 14.18 16.09 18.76 22.77 29.45 7.5% 45.0 51.0 59.5 722 93.4
8.5% 12.18 13.52 15.32 17.83 21.60 8.5% 38.6 42.9 48.6 56.6 68.5
9.5% 10.65 11.63 12.90 14.59 16.95 9.5% 33.8 36.9 40.9 46.3 53.8
10.5% 9.45 10.19 11.12 12.31 13.90 10.5% 30.0 32.3 35.3 39.1 44.1
11.5% 8.50 9.07 9.76 10.64 11.76 11.5% 27.0 28.8 31.0 33.7 37.3
Source: Deutsche Bank estimates

Deutsche Bank AG/Hong Kong Page 5
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Downside risks to our view

Downside macro/industry risks: 1) low CPI affecting SSSg while opex (wages
and rentals) accelerates; 2) increased competition; 3) channel dilution — online
challenge in fresh food products; 4) change in consumer behavior/demand;
and 5) food safety issues.

Company risks: 1) failure to achieve three-year plan; 2) M&A capability (control
as second-largest shareholder); 3) challenge in multi-channel strategy; 4)
challenge of nationwide expansion and investment in supply chain.

Key operating metrics for YH

‘Figure 3: Sales mix

Sales (RMB mn) 2012 2013 2014  2015E 1H156 2H15E Sales (RMB mn) 2012 2013 2014  2015E 1H15 2H15E
- Fujian 8,647 9,800 10,850 11,781 5,548 6,233 Core businesses revenue 23,748 29,298 35,130 43,409 19,890 23,520
- Western China 8,978 10,782 12,592 17,345 7,019 10,326 - Fresh and processed food 10,959 13,461 16,302 20,187 9,011 11,177
- Beijing 3,212 4,123 5,074 6,418 3,192 3,226 - Food and grocery 10,964 13,733 16,672 20,384 9,710 10,674
- Anhui 1,274 1,642 2,033 2,366 1,198 1,168 - Apparel 1,826 2,104 2,256 2,838 1,169 1,669
- Eastern China 744 1,494 2,615 3,202 1,797 1,405 Other revenue 936 1,245 1,597 1,996 844 1,152
- Henan 430 767 1,044 1,249 607 642 Total 24,684 30,543 36,727 45,405 20,734 24,672
- Northeastern China 464 690 921 1,048 528 520 YoY Growth (%}

Other revenue 936 1,245 1,597 1,996 844 1,152 Core businesses revenue 38.7% 23.4% 19.9% 23.6% 17.1% 29.7%
Total 24,684 30,543 36,727 45,405 20,734 24,672 - Fresh and processed food 39.5% 22.8% 21.1% 23.8% 15.4% 31.6%
YoY Growth (%) - Food and grocery 40.1% 25.3% 20.7% 23.0% 20.5% 25.4%
- Fujian 10.8% 13.3% 10.7% 8.6% 5.3% 11.7% - Apparel 27.0% 15.2% 7.2% 25.8% 4.1% 47.3%
- Western China 34.1% 20.1% 16.8% 37.7% 16.1% 59.0% Other revenue 52.6% 33.0% 28.3% 25.0% 33.5% 19.4%
- Beijing 102.4% 28.4% 23.0% 26.5% 28.4% 24.7% Total 39.2% 23.7% 20.2% 23.6% 17.7% 29.1%
- Anhui 33.8% 28.9% 23.8% 16.4% 23.7% 9.7% Sales Mix (%)

- Eastern China NA  100.7% 75.1% 22.4% 49.6% -0.6% Core businesses revenue 96.2% 95.9% 95.7% 95.6% 95.9% 95.3%
- Henan 730.8% 78.4% 36.2% 19.6% 14.6% 24.8% - Fresh and processed food 44.4% 44.1% 44.4% 44.5% 43.5% 45.3%
- Northeastern China 1771.2% 48.7% 33.5% 13.9% 21.0% 7.5% - Food and grocery 44.4% 45.0% 45.1% 44.9% 46.8% 43.3%
Other revenue 52.6% 33.0% 28.3% 25.0% 33.5% 19.4% - Apparel 7.4% 6.9% 6.1% 6.3% 5.6% 6.8%
Total 39.2% 23.7% 20.2% 23.6% 17.7%  29.1% Other revenue 3.8% 4.1% 4.3% 4.4% 4.1% 4.7%
Sales Mix (%) Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
- Fujian 35.0% 32.1% 29.5% 25.9% 26.8% 25.3%

- Western China 36.4% 35.3% 34.3% 38.2% 33.9% 41.9%

- Beijing 13.0% 13.5% 13.8% 14.1% 15.4% 13.1%

- Anhui 5.2% 5.4% 5.5% 5.2% 5.8% 4.7%

- Eastern China 3.0% 4.9% 7.1% 7.1% 8.7% 5.7%

- Henan 1.7% 2.5% 2.8% 2.8% 2.9% 2.6%

- Northeastern China 1.9% 2.3% 2.5% 2.3% 2.5% 2.1%

Other revenue 3.8% 4.1% 4.3% 4.4% 4.1% 4.7%

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Source: Deutsche Bank estimates, company data Note: sales figure before sales tax adjustment, may differ from that in the RTN

Figure 4: Sales by market Figure 5: Sales by category
W - Fujian o
100% — — — — 100% . -
- e E =,
90% W - Western China H - Fresh and
processed food
80% 80%
70% B - Beijing
60% 60% - Food and grocery
50% W - Anhui
40% 40%
) M - Eastern China ) B - Apparel
30%
20% B - Henan 20%
10% W Otherrevenue
0% u- Northeasiern 0%
2014 2015E 2016E 2017E China 2014 2015E 2016E 2017E
Source: Deutsche Bank estimates, company data Source: Deutsche Bank estimates, company data
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‘Figure 6: Gross profit mix

GP by market

GP by category

GP (RMB mn) 2012 2013 2014 2015E GP (RMB mn) 2012 2013 2014  2015E 1H15 2H15E
- Fujian 1,602 1,735 1,904 2,091 Core businesses 3,916 4,749 5,783 7,287 3,281 4,006
- Western China 1,482 1,782 2,171 3,079 - Fresh and processed food 1,419 1,664 2,084 2,626 1,154 1,472
- Beijing 459 588 742 950 - Food and grocery 1,976 2,439 3,029 3,818 1,765 2,053
- Anhui 194 266 328 383 - Apparel 521 645 670 843 361 482
- Eastern China 83 199 375 468  Other GP 837 1,112 1,437 1,796 759 1,038
- Henan 50 106 165 190 Total 4,754 5,861 7,220 9,084 4,040 5,044
- Northeastern China 46 74 108 127 GM (%)

Other revenue 837 1,112 1,437 1,796 Blended Core businesses 16.5% 16.2% 16.5% 16.8% 16.5% 17.0%
Total 4,754 5,861 7,220 9,084 - Fresh and processed food 13.0% 12.4% 12.8% 13.0% 12.8% 13.2%
GM (%) - Food and grocery 18.0% 17.8% 18.3% 18.7% 18.2% 19.2%
- Fujian 18.5% 17.7% 17.6% 17.8% - Apparel 28.5% 30.7% 29.7% 29.7% 30.9% 28.9%
- Western China 16.5% 16.5% 17.2% 17.8%  Other GP 89.4% 89.3% 90.0% 90.0% 89.9% 90.1%
- Beijing 14.3% 14.3% 14.6% 14.8% Blended GMs 19.3% 19.2% 19.7% 20.0% 19.5% 20.4%
- Anhui 15.2% 16.2% 16.1% 16.2%  YoY (%)

- Eastern China 11.2% 13.3% 14.4% 14.6% Blended Core businesses 39.4% 21.3% 21.8% 26.0% 17.1% 34.4%
- Henan 11.6% 13.8% 14.8% 16.2% - Fresh and processed food 37.0% 17.3% 25.2% 26.0% 14.9%  36.3%
- Northeastern China 9.9% 10.7% 11.7% 12.1% - Food and grocery 44.4% 23.4% 24.2% 26.1% 20.1% 31.7%
Other revenue 89.4% 89.3% 90.0% 90.0% - Apparel 28.4% 23.9% 3.8% 25.9% 10.5% 40.6%
Blended GMs 19.3% 19.2% 19.7% 20.0%  Other GP 38.7% 32.8% 29.2% 25.0% 35.9% 18.1%
YoY (%) Total 39.3% 23.3% 23.2% 25.8% 20.2% 30.7%
- Fujian 19.1% 8.3% 9.7% 9.8%

- Western China 36.2% 20.2% 21.8% 41.8%

- Beijing 83.2% 28.0% 26.3% 28.0%

- Anhui 59.9% 36.9% 23.3% 17.0%

- Eastern China NA  138.3% 89.0% 24.6%

- Henan 2940.7% 112.0% 46.6% 22.8%

- Northeastern China 1800.5% 60.8% 46.4% 17.5%

Other revenue 38.7% 32.8% 29.2% 25.0%

Total 39.3% 23.3% 23.2% 25.8%

Source: Deutsche Bank estimates, company data Note: before sales tax adjustment, may differ from that in the RTN

Figure 7: SSSg vs. the increase in “same stores”

e 555g (LHS)
16% -
14% A
12% -
10% -
8%
6%
4% -
2%

Increase in the # of "same store" (RHS)

0% T
2011 2012

Source: Deutsche Bank, company data

2013

2014

1H15

Figure 8: Total stores: traffic vs. ticker size

e Average daily traffic YoY Ticket size YoY
30% -+
35% °
30% 25% A
25% 20% A
20% 15% -
159 /\
5 10% - N
10%
5% A
5%
0% T T T Y
[
0% 2012 2013 2014 1H15

Source: Deutsche Bank, company data
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Important Disclosures
Additional information available upon request

|Disclosure checklist
Company Ticker Recent price* Disclosure

Yonghui Superstores 601933.SS 10.15 (CNY) 30 Jul 15 NA

*Prices are current as of the end of the previous trading session unless otherwise indicated and are sourced from local exchanges via Reuters, Bloomberg and other vendors . Other
information is sourced from Deutsche Bank, subject companies, and other sources. For disclosures pertaining to recommendations or estimates made on securities other than the
primary subject of this research, please see the most recently published company report or visit our global disclosure look-up page on our website at
http://gm.db.com/ger/disclosure/DisclosureDirectory.eqsr.

For disclosures pertaining to recommendations or estimates made on securities other than the primary subject of this
research, please see the most recently published company report or visit our global disclosure look-up page on our
website at http://gm.db.com/ger/disclosure/Disclosure.eqsr?ricCode=601933.SS

Analyst Certification

The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s) about the
subject issuer and the securities of the issuer. In addition, the undersigned lead analyst(s) has not and will not receive
any compensation for providing a specific recommendation or view in this report. Anne Ling

|Historica| recommendations and target price: Yonghui Superstores (601933.SS)

(as of 7/31/2015)
18.00 Previous Recommendations
16.00 - Strong Buy
Buy
14.00 1 Market Perform
Underperform
12.00 4 Not Rated _
2 Suspended Rating
a; 10.00 + Current Recommendations
E 8.00 Buy
] Hold
6.00 4 Sell
Not Rated
2.00 4 Suspended Rating
*New Recommendation Structure
2.00 as of September 9,2002
0.00 T T T T T T T
Aug 13 Nov 13 Feb 14 May 14 %lgty Nov 14 Feb 15 May 15

1. 29/06/2015: Upgrade to Buy, Target Price Change CNY12.90
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Equity rating key

Buy: Based on a current 12- month view of total
share-holder return (TSR = percentage change in
share price from current price to projected target price
plus pro-jected dividend yield ) , we recommend that
investors buy the stock.

Sell: Based on a current 12-month view of total share-
holder return, we recommend that investors sell the
stock

Hold: We take a neutral view on the stock 12-months
out and, based on this time horizon, do not
recommend either a Buy or Sell.

Notes:

1. Newly issued research recommendations and
target prices always supersede previously published
research.

2. Ratings definitions prior to 27 January, 2007 were:

Buy: Expected total return (including dividends)
of 10% or more over a 12-month period

Hold: Expected total return (including
dividends) between -10% and 10% over a 12-
month period

Sell: Expected total return (including dividends)
of -10% or worse over a 12-month period

Regulatory Disclosures

1.Important Additional Conflict Disclosures

450

Equity rating dispersion and banking relationships

400 A
350 -
300 -
250 +
200 A
150 A

25% 10 %

19 % -13%

Buy Hold Sell

BCompanies Covered M Cos. w/ Banking Relationship ‘

Asia-Pacific Universe

Aside from within this report, important conflict disclosures can also be found at https://gm.db.com/equities under the
"Disclosures Lookup" and "Legal" tabs. Investors are strongly encouraged to review this information before investing.

2.Short-Term Trade ldeas

Deutsche Bank equity research analysts sometimes have shorter-term trade ideas (known as SOLAR ideas) that are
consistent or inconsistent with Deutsche Bank's existing longer term ratings. These trade ideas can be found at the

SOLAR link at http:/gm.db.com.
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Additional Information

The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively
"Deutsche Bank"). Though the information herein is believed to be reliable and has been obtained from public sources
believed to be reliable, Deutsche Bank makes no representation as to its accuracy or completeness.

Deutsche Bank may consider this report in deciding to trade as principal. It may also engage in transactions, for its own
account or with customers, in a manner inconsistent with the views taken in this research report. Others within
Deutsche Bank, including strategists, sales staff and other analysts, may take views that are inconsistent with those
taken in this research report. Deutsche Bank issues a variety of research products, including fundamental analysis,
equity-linked analysis, quantitative analysis and trade ideas. Recommendations contained in one type of communication
may differ from recommendations contained in others, whether as a result of differing time horizons, methodologies or
otherwise. Deutsche Bank and/or its affiliates may also be holding debt securities of the issuers it writes on.

Analysts are paid in part based on the profitability of Deutsche Bank AG and its affiliates, which includes investment
banking revenues.

Opinions, estimates and projections constitute the current judgment of the author as of the date of this report. They do
not necessarily reflect the opinions of Deutsche Bank and are subject to change without notice. Deutsche Bank has no
obligation to update, modify or amend this report or to otherwise notify a recipient thereof if any opinion, forecast or
estimate contained herein changes or subsequently becomes inaccurate. This report is provided for informational
purposes only. It is not an offer or a solicitation of an offer to buy or sell any financial instruments or to participate in any
particular trading strategy. Target prices are inherently imprecise and a product of the analyst’s judgment. The financial
instruments discussed in this report may not be suitable for all investors and investors must make their own informed
investment decisions. Prices and availability of financial instruments are subject to change without notice and
investment transactions can lead to losses as a result of price fluctuations and other factors. If a financial instrument is
denominated in a currency other than an investor's currency, a change in exchange rates may adversely affect the
investment. Past performance is not necessarily indicative of future results. Unless otherwise indicated, prices are
current as of the end of the previous trading session, and are sourced from local exchanges via Reuters, Bloomberg and
other vendors. Data is sourced from Deutsche Bank, subject companies, and in some cases, other parties.

Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that promise
to pay fixed or variable interest rates. For an investor who is long fixed rate instruments (thus receiving these cash
flows), increases in interest rates naturally lift the discount factors applied to the expected cash flows and thus cause a
loss. The longer the maturity of a certain cash flow and the higher the move in the discount factor, the higher will be the
loss. Upside surprises in inflation, fiscal funding needs, and FX depreciation rates are among the most common adverse
macroeconomic shocks to receivers. But counterparty exposure, issuer creditworthiness, client segmentation, regulation
(including changes in assets holding limits for different types of investors), changes in tax policies, currency
convertibility (which may constrain currency conversion, repatriation of profits and/or the liquidation of positions), and
settlement issues related to local clearing houses are also important risk factors to be considered. The sensitivity of fixed
income instruments to macroeconomic shocks may be mitigated by indexing the contracted cash flows to inflation, to
FX depreciation, or to specified interest rates — these are common in emerging markets. It is important to note that the
index fixings may -- by construction -- lag or mis-measure the actual move in the underlying variables they are intended
to track. The choice of the proper fixing (or metric) is particularly important in swaps markets, where floating coupon
rates (i.e., coupons indexed to a typically short-dated interest rate reference index) are exchanged for fixed coupons. It is
also important to acknowledge that funding in a currency that differs from the currency in which coupons are
denominated carries FX risk. Naturally, options on swaps (swaptions) also bear the risks typical to options in addition to
the risks related to rates movements.

Derivative transactions involve numerous risks including, among others, market, counterparty default and illiquidity risk.
The appropriateness or otherwise of these products for use by investors is dependent on the investors' own
circumstances including their tax position, their regulatory environment and the nature of their other assets and
liabilities, and as such, investors should take expert legal and financial advice before entering into any transaction similar
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to or inspired by the contents of this publication. The risk of loss in futures trading and options, foreign or domestic, can
be substantial. As a result of the high degree of leverage obtainable in futures and options trading, losses may be
incurred that are greater than the amount of funds initially deposited. Trading in options involves risk and is not suitable
for all investors. Prior to buying or selling an option investors must review the "Characteristics and Risks of Standardized
Options”, at http://www.optionsclearing.com/about/publications/character-risks.jsp. If you are unable to access the
website please contact your Deutsche Bank representative for a copy of this important document.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: ( i)
exchange rates can be volatile and are subject to large fluctuations; ( ii) the value of currencies may be affected by
numerous market factors, including world and national economic, political and regulatory events, events in equity and
debt markets and changes in interest rates; and (iii) currencies may be subject to devaluation or government imposed
exchange controls which could affect the value of the currency. Investors in securities such as ADRs, whose values are
affected by the currency of an underlying security, effectively assume currency risk.

Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the
investor's home jurisdiction.

United States: Approved and/or distributed by Deutsche Bank Securities Incorporated, a member of FINRA, NFA and
SIPC. Non-U.S. analysts may not be associated persons of Deutsche Bank Securities Incorporated and therefore may not
be subject to FINRA regulations concerning communications with subject company, public appearances and securities
held by the analysts.

Germany: Approved and/or distributed by Deutsche Bank AG, a joint stock corporation with limited liability incorporated
in the Federal Republic of Germany with its principal office in Frankfurt am Main. Deutsche Bank AG is authorized under
German Banking Law (competent authority: European Central Bank) and is subject to supervision by the European
Central Bank and by BaFin, Germany's Federal Financial Supervisory Authority.

United Kingdom: Approved and/or distributed by Deutsche Bank AG acting through its London Branch at Winchester
House, 1 Great Winchester Street, London EC2N 2DB. Deutsche Bank AG in the United Kingdom is authorised by the
Prudential Regulation Authority and is subject to limited regulation by the Prudential Regulation Authority and Financial
Conduct Authority. Details about the extent of our authorisation and regulation are available on request.

Hong Kong: Distributed by Deutsche Bank AG, Hong Kong Branch.
Korea: Distributed by Deutsche Securities Korea Co.

South Africa: Deutsche Bank AG Johannesburg is incorporated in the Federal Republic of Germany (Branch Register
Number in South Africa: 1998/003298/10).

Singapore: by Deutsche Bank AG, Singapore Branch or Deutsche Securities Asia Limited, Singapore Branch (One Raffles
Quay #18-00 South Tower Singapore 048583, +65 6423 8001), which may be contacted in respect of any matters
arising from, or in connection with, this report. Where this report is issued or promulgated in Singapore to a person who
is not an accredited investor, expert investor or institutional investor (as defined in the applicable Singapore laws and
regulations), they accept legal responsibility to such person for its contents.

Japan: Approved and/or distributed by Deutsche Securities Inc.(DSI). Registration number - Registered as a financial
instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho) No. 117. Member of associations: JSDA,
Type Il Financial Instruments Firms Association, The Financial Futures Association of Japan, and Japan Investment
Advisers Association. Commissions and risks involved in stock transactions - for stock transactions, we charge stock
commissions and consumption tax by multiplying the transaction amount by the commission rate agreed with each
customer. Stock transactions can lead to losses as a result of share price fluctuations and other factors. Transactions in
foreign stocks can lead to additional losses stemming from foreign exchange fluctuations. We may also charge
commissions and fees for certain categories of investment advice, products and services. Recommended investment
strategies, products and services carry the risk of losses to principal and other losses as a result of changes in market
and/or economic trends, and/or fluctuations in market value. Before deciding on the purchase of financial products
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and/or services, customers should carefully read the relevant disclosures, prospectuses and other documentation.
"Moody's", "Standard & Poor's", and "Fitch" mentioned in this report are not registered credit rating agencies in Japan
unless Japan or "Nippon" is specifically designated in the name of the entity. Reports on Japanese listed companies not
written by analysts of DSI are written by Deutsche Bank Group's analysts with the coverage companies specified by DSI.
Some of the foreign securities stated on this report are not disclosed according to the Financial Instruments and
Exchange Law of Japan.

Malaysia: Deutsche Bank AG and/or its affiliate(s) may maintain positions in the securities referred to herein and may
from time to time offer those securities for purchase or may have an interest to purchase such securities. Deutsche Bank
may engage in transactions in a manner inconsistent with the views discussed herein.

Qatar: Deutsche Bank AG in the Qatar Financial Centre (registered no. 00032) is regulated by the Qatar Financial Centre
Regulatory Authority. Deutsche Bank AG - QFC Branch may only undertake the financial services activities that fall
within the scope of its existing QFCRA license. Principal place of business in the QFC: Qatar Financial Centre, Tower,
West Bay, Level 5, PO Box 14928, Doha, Qatar. This information has been distributed by Deutsche Bank AG. Related
financial products or services are only available to Business Customers, as defined by the Qatar Financial Centre
Regulatory Authority.

Russia: This information, interpretation and opinions submitted herein are not in the context of, and do not constitute,
any appraisal or evaluation activity requiring a license in the Russian Federation.

Kingdom of Saudi Arabia: Deutsche Securities Saudi Arabia LLC Company, (registered no. 07073-37) is regulated by the
Capital Market Authority. Deutsche Securities Saudi Arabia may only undertake the financial services activities that fall
within the scope of its existing CMA license. Principal place of business in Saudi Arabia: King Fahad Road, Al Olaya
District, P.O. Box 301809, Faisaliah  Tower - 17th Floor, 11372 Riyadh, Saudi  Arabia.

United Arab Emirates: Deutsche Bank AG in the Dubai International Financial Centre (registered no. 00045) is regulated
by the Dubai Financial Services Authority. Deutsche Bank AG - DIFC Branch may only undertake the financial services
activities that fall within the scope of its existing DFSA license. Principal place of business in the DIFC: Dubai
International Financial Centre, The Gate Village, Building 5, PO Box 504902, Dubai, U.A.E. This information has been
distributed by Deutsche Bank AG. Related financial products or services are only available to Professional Clients, as
defined by the Dubai Financial Services Authority.

Australia: Retail clients should obtain a copy of a Product Disclosure Statement (PDS) relating to any financial product
referred to in this report and consider the PDS before making any decision about whether to acquire the product. Please
refer to Australian specific research disclosures and related information at
https://australia.db.com/australia/content/research-information.html

Australia and New Zealand: This research, and any access to it, is intended only for "wholesale clients" within the
meaning of the Australian Corporations Act and New Zealand Financial Advisors Act respectively.
Additional information relative to securities, other financial products or issuers discussed in this report is available upon
request. This report may not be reproduced, distributed or published by any person for any purpose without Deutsche
Bank's prior written consent. Please cite source when quoting.

Copyright © 2015 Deutsche Bank AG
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